Heckscher-Ohlin-Mundell framework suggests that if a country has unexpectedly increased the permanent labour force, there will be a change in the production structure. Increases in the relative proportion of labour-intensive product demand occur and, hence, decrease the need for investment relative to domestic saving, and encourage the current account surplus. This paper tries to fill the empirical studies gap on the effects of the labour force, especially its utilization in the data panel of ASEAN + 6 countries using the generalized method of moments (GMM) used to capture the unobserved heterogeneity and endogeneity across countries that often arise in a panel data model. The estimation result shows that the labour force has an asymmetric shock and it only affects the country of origin, even when the financial institution deepening as a control variable is included. The analysis also indicates that labour regulations in these countries tend to be rigid because the speed with which the current account adjusts is relatively slow.
INTRODUCTION
The current account imbalance has been controversial in international trade policy analysis. Debates go back to David Hume's theory which emphasizes the current account balance as a potential tool in the international shock transmission or as financial vulnerabilities. A country's current account is the difference between domestic savings and investments, equivalent to the difference of exports and imports of goods and services (including revenues in the form of assets acquired abroad). Some evidence indicates that the crisis is often preceded by a considerable current account deficit, involving even some developed countries (Obstfeld 2012 ). Modern intertemporal approach, which emphasizes that the current account is highly dependent on domestic savings and investment decisions, is expected to give a good feedback to explain those imbalances.
A country's current account definition as an increase in net foreign assets might be a bit confusing if the current account is thought of as only the country's sum of net exports for goods and services (where exports of services, including domestic capital services abroad, as measured by the level of interest and dividend payments on the asset). It should be remembered that a country with a positive net exports needs to acquire foreign assets up to the equal value in order to succeed.. Conversely, a country with negative net exports must have the same value of loans to finance the deficit. The balance of payments has recorded country net asset sales in the capital account. .Thus, total net exports and capital account to zero. Hence, the capital account surplus is from the negative sign of the increase in net foreign asset holdings or equal to the current account (Obstfeld and Rogoff, 1996,) . Sachs (1982) stressed that the current account discussion must include investment and growth therein. Empirical evidence findings confirm that a change in investment level can explain most of the current account behavior of OECD countries.
During the 1980s, most of the developing countries appeared detached from the international capital markets and experience current account surplus or deficit on a small scale. Therefore, countries referred to as the "Asian Tigers" were not affected by the debt crisis. In fact, China, Korea, Brunei, Japan and Singapore posted a current account surplus while Indonesia, Malaysia, the Philippines and Thailand experienced a moderate deficit during the period 1982 and 1990. Current account deficits in Laos, Indonesia and Thailand are the highest in the group. In 1990, the average deficit experienced by Indonesia and Thailand amounted to 3.2 % of GDP, while Laos reached 8.5 % of GDP. Starting in 1990, several developing countries began to attract foreign capital inflows, as seen from deficit on the current account. Capital inflows may affect the current account behavior through savings and investments. Current account imbalances are caused by savings and investment mismatch. If capital flows are used to increase investment, assuming a stable savings, it will result in enlargement of current account deficit.
Dynamic movement of the current account is influenced by several factors. Lane (1999) found that in the United States of America the monetary sector has a significant impact on the current account. Another source that could affect the current account is the terms of trade, which indicated a significant effect on the current account (Cashin and Mc Dermott, 1998) . The shock itself can be derive from within the country as well as from outside. Several studies identify specific productivity shock as one of the main drivers of the current account movement, while the global productivity shocks had no significant effect (Glick and Rogoff, 1995; Bussière et al., 2005) .
Jun and Wei (2007) present a theory about current account adjustment that puts labour market institutional system as the center of analysis. An economic adjustment to the shock involves a combination of intratemporal (changes in the composition of trade in goods) and intertemporal (changes in capital flows). When labour moves are in a specific sector (which can be interpreted as a short-term shock), the entire adjustment in a relatively small economy takes place through capital flows. But when labour is perfectly mobile within a country, each shock is reflected through changes in output composition and trade without any change in the current account. Labour regulations rigidity will reduce the transition from short-term to long-term, and hence reduce the rate of convergence of the current account to GDP ratio.
This study looks deeper into the influence of a specific country's labour force shock to the current account of the country concerned and the current account of others. The model developed by Jin (2012) reveals a positive relationship between the labour shocks in a country, including the decline in their domestic investment followed by the growing of capital outflows. This condition makes the current account surplus greater. Furthermore, the shock originating from specific countries provides different effects to other countries. However, empirical studies undertaken by Jin (2012) focuses on specific countries and does not appear to emphasize the direction of influence on others. Previous empirical studies also remarked on the shock effect spreading globaly from a specific country, but tended to ignore the direction of influence.
This research extends the studies by Glick and Rogoff (1995) , Bussière et al. (2005) and Jin (2012) . The fundamental contribution is the emphasis on the effects of specific country labour force shock on the current account country. This factor has a significant effect on the current account movement by using panel data analysis from ASEAN + 6 countries. In accordance with the theory, the labour force shock gives different directions effect between the originating countries where the shock occurred and other countries. Countries that have increased the labour force will encourage capital flows out because capital tends to go into capital-intensive industries (country) with higher returns. Hence, the country's current account balance will be positive. The capital outflow will then go to countries that did not experience an increase in the labour force, leading to a current account deficit.
This research used panel data from ASEAN+6 countries and it is different from previous empirical studies which tend to use time series model such as VAR or SVAR. In order to eliminate the influence of endogeneity and unobservable heterogeneity across countries which often become a problem with panel data, this study uses the generalized method of moments (GMM). The analysis was then developed to include the financial system development as a control variable and reflects the effect of monetary sector shock taking into consideration that international capital flows were enabled due to the financial institution. The analysis showed consistency with theory and previous empirical studies. This paper is organized as follows: Section II discusses related theory study. Section III describes the data and methodology used. Section IV discusses the results, and Section V concludes.
LITERATURE REVIEW
Several previous studies attempt to identify some variables that can be a source of shock to the current account. Cashin and McDermott (1998) examine the relationship between the terms of trade shock on savings and current account position. It said if the relationship between these variables is ambiguous. Shock in the terms of trade may worsen or improve the current account position depending on whether the income effect result is greater or smaller than the substitution effect. The relative relationship of substitution effects is estimated using data of five OECD countries, namely Australia, Canada, New Zealand, the United Kingdom, and the United States over the period 1970-1995. The results suggest large and significant effect of this shock on the current account. Glick and Rogoff (1995) develop an empirical model of investment and current account, then applied to the G7 country data. The results show the difference between global and specific country shock can explain the current account behavior. One puzzle that arises then the current account response to the specific country shock is smaller than response given by the investment. Lane (1999) indicates that the monetary shock could push the current account imbalances. Using VAR analysis, monetary shock results obtained significant effect on the US current account. VAR analysis is also used by Lee and Chinn (2002) in seven countries, namely the United States, Canada, Britain, Japan, Germany, France, and Italy. Their analysis result showed a temporary shock plays a greater role in explaining the current account balance variation, while permanent shock can explain more the exchange rate variation. Temporary shock will improve the current account position. One of the assumptions used in the analysis that global shock has no effect on the current account, and only influenced by countryspecific shock.
Sek and Chuah (2011) test current account dynamism in some Asian countries to analyze determinant variables in explaining current account movements, especially with the exchange rate effect. This research is motivated by changes in the current account of several Asian countries, from deficit to surplus after the 1997 crisis. By using SVAR analysis, estimation results indicate if exchange rate does not affect the current account after the crisis. The main determinants in the current account movements are a real shock and CPI. In addition to the analysis by Sachs (1982) asserted if the relationship between exchange rate and current account should be examined more closely, because the relationship between current account and depreciation can be proved in a large economy OECD countries, but not for other European countries which are relatively small.
DATA AND EMPIRICAL STRATEGY
Due to specialization and industrial restructuring take time, it is suggested to use a minimum five year time frame when doing analysis. This study uses time period from 1990 to 2012. Data are taken from the World Development Indicator publication from the World Bank and IMF. Included in ASEAN + 6 are all members of ASEAN, except Myanmar because of data limitations, plus six other countries, namely India, Japan, Korea, China, Australia and New Zealand. Six countries latter, along with ASEAN, has agreed to cooperate more comprehensive regional economy, known as the Regional Comprehensive Economic Partnership (RCEP), as an effort to improve their ability in deal with the global economy.
As concluded in the beginning, a shock in labour force will encourage a country more specialized in labour-intensive sectors in its industrial structure. It will respond by increasing exports of capital intensive products in countries that tend to have greater capital to be exchanged in international trade. If all countries open in period t, a positive shock due to the increasing number of labour force will reduce capital -labour ratio in period t, which causes a change in the composition of savings to be higher compared to the investment needs. Therefore the capital will tend to flow out into the country that specializes in capital-intensive products.
Shock has two characteristics (Bajo-Rubio and Díaz-Roldán, 2011):  In which sector that shock occurs, so that it can be distinguished between monetary shock (which reflect changes in the money supply or money demand), the real shock (which occurs because of the public sector deficit and aggregate demand), supply shock (caused by presence of changes in prices or wages, as well as labour force or productivity) and external shocks (i.e changes that occur from abroad, either in monetary, real, and supply shocks)  Is a shock impact the same for all countries included in the analysis, in this case called asymmetric shock, or if that shock occurs in a particular country and its impact is different for each country, or so-called asymmetric shock In accordance with above classification, monetary and external shocks will always be symmetric, unlike real and supply shocks that can be symmetric or asymmetric. Based on the assumption countries are perfectly symmetrical, asymmetric shock impact will be equally to each member and to group as a whole. The asymmetric shock effect could be different for country in which that shock occurred compared to a country in which a shock is transmitted. This is due to asymmetric shock occurs in one country can be transmitted to other countries in the same sign (locomotive effect) or with different signs (a shock that would be a beggar-thy-neighbor) depending on the transmission channel.
Terminologies used are as follows: labour force shock will be expressed by d L . To examine the labour shock effect occurs, shock sources can be divided into two categories. Labour force shock that comes from internal specific country hereinafter refers to L c , and shock from the outside or global shock, hereinafter L w . Specific country shock is the labour force growth rate of country i, meanwhile the global shock is labour force growth rate of ASEAN+6 region.
Shocks multipliers analyzes here: A. Symmetric labour force shock:
(1) B. Asymmetric labour force shock:
Firstly, we should constructed the country-specific labour force, hereinafter denoted by , and global labour force variable, denoted by . The global labour force growth rate ( is taken from the labour force average growth rate of countries in the ASEAN+6 region. Meanwhile the country-specific labour force ( ) is a deviation from the global average as in Glick and Rogoff (1995) . Both variables, then act as independent variable and regress to current account to identify their effect.
is meant to see the nature of the shock, the labour force shock effects of a country to others is it symmetrical or asymmetrical. If both are significant then labour force shock is said to be symmetric. The theory expects gives positive sign, while is negative. However, if only one is significant, labour force is said to be asymmetric.To see role of labour force shock multiplier for current account movement in ASEAN + 6 countries we used panel data analysis. Model as follows:
(3) where:  is current account ratio to GDP country i in period t,  is country specific labour force growth country i in period t, and  is global labour force average growth rate.
The magnitude of labour force multiplier to current account can be estimated with a dynamic panel data. The Model is transformed into:
One of dynamic model advantage is able to take into account short-term and long-term effects. The coefficient λ expected to range between 0 < λ <1, which means short-term models will converge into a long-term model. This coefficient will relate to the speed of adjustment which gives information about the speed of the current account adjustment in response to imbalances due to shocks. The magnitude of the multipliplier effect of country-specific labour force shock seen from number of , while the multiplier effect of the global shock seen from the magnitude of . capture variation effects that have not changed across times. u it value is assumed to have a finite moment and E(u it ) = E(u jt u js ) = 0 for t ≠ s
There are two sources of problems in dynamic panel model above, autocorrelation due to the presence of dependent variables lag among independent variables, CA it-1, and the emergence of individual effects heterogeneity, . A technique often used to overcome this problem is generalized method of moments (GMM). The advantage of this method is able to overcome the problems caused by unobserved individual effects and endogeneity that appears in lag variables (Baltagi, 2005) . That means we can assume serial correlation absences, but not have to be independent all times. Because of this assumption, the value of lag y in two periods or more can be a valid instrument in the first derivative equation. On models with T ≥ 3, then the restriction linear moment = (T-2)(T-1)/2 is:
Because of independent variables are assumed to be exogenous, all of these variables can be a valid instrument in each equation so that the form of the equation becomes: 
RESULTS AND DISCUSSIONS

Overview of Current Account in ASEAN+ 6 countries
ASEAN is said to be one of the most diverse regions in the world with a population exceeding 600 million people. The average population growth rate of ASEAN during the period 2005 -2012 is 1.45 percent. This figure was lower than the average population growth in 1980 -1990, which reached 2.1 percent, while in 1990-1995 the average growth of 1.8 percent. An Asian region recognized to have some natural obstacles. The ten ASEAN members have very large variations in language, religion and belief, politics and history.
Countries in ASEAN region are developing countries, except Singapore, with large populations. Therefore, this area attracts a lot of interests both for investors who are looking for a low-cost production as well as potential markets. Countries such as Japan began to shift their investment from Korea and Taiwan, after labour costs increased in both countries and divert it to ASEAN. Multinational companies from Korea and Taiwan also respond to labour costs increase by transferring their investments to other Asian Countries. However, later because of Asia crisis in the year 1997 -1998, China became the favorite area of foreign direct investment.
Large populations become an advantage for countries in this region in labour force supply. China and India have the largest labour force and continues to rise from early 1990 to 2012. However, Cambodia is a country with the highest growth rate, which amounted to 3.36 percent per year, followed by Singapore and Brunei with average labour force growth amounted to 2.94 percent and 2.90 percent per year.
In order to provide an overview on current account in the ASEAN + 6 region, Figure 1 illustrates the movement of savings, domestic investment and the current account, in the form of a ratio to gross domestic product (GDP). The first point that can be highlighted from these figures that saving ratio in some countries, such as Brunei, Malaysia and Singapore show a relatively higher level compared to their domestic investment. While countries such as Cambodia, Philippines, and Vietnam show a higher level of investment compared to saving. Investment level seen decreased almost in all countries after the end of 1990s, but began to rise again after 2001. Second, current account fluctuations are likely a reflection in investment movement compared to saving. Change from a large deficit in the current account become surplus for the period 1998 reflected domestic investment declining, which is then likely lower than national saving in some countries. As can be seen that the current account surplus in particular the period of 1998 related to saving stability in Malaysia and Thailand as well as saving rate declines in Indonesia and the Philippines. Investment driver then can become variables considered in current account movement.
Contradictory condition occurs in Singapore that was able to show the current account surplus during this period, as well as saving appears to be more influetial than the investment. Feldstein and Horioka (1979) Patterns that emerge seem inconsistent with standard view that industrialized economy countries should export capital to developing countries. Because developing countries have a high labour ratio -capital, it should have a higher marginal productivity of capital, hence attract capital from industrial countries with scarce labour. Moreover, if the developing countries are expecting higher economic growth so as to catch up with industrialized countries, then there is an incentive for them to borrow capital, and pushed the current account deficit (Gruber and Kamin 2005, p. 1).
The estimation results by Moreno (2008) showed a significant negative correlation between investment and current account in the five ASEAN countries, namely Malaysia, Indonesia, Thailand, Philippines, and Singapore, in the period 1985-2005. The negative relationship was also found using data across OECD countries by Sachs (1981) . However, the simple relationship between investment and current account can not provide evidence of the integration degree magnitude of financial markets, even if it is assumed that correlation is driven entirely by productivity shock. If the shock is permanent and country-specific, the correlation will be negative. But if there are significant global component in the productivity shock and temporary, then it could be a positive correlation (Glick and Rogoff, 1995) .
Tests using a serial data ASEAN + 6 countries show the results of a relatively varied, although the strong negative correlation between investment and current account cannot be denied, as shown in Table 1 . Most of the estimated value shows significant effect between investment and current account, except for Cambodia, Laos, China and Japan. With the exception of Cambodia, the entire estimation results indicate a negative relationship between the two. , time series data in 1990 -2012. Current account and investment are in ratio to GDP. The unit root test indicates all data are stationer in first difference. Signs*** means sig. in α = 1%, ** sig.in α = 5%, and * sig. in α = 10%. Standard errors in parentheses.
Investment coefficient values indicate a range of values 0.323459 to -1.1858, with an average of -0.59568. This shows an average of almost 59.56 percent changes in domestic investment financed by foreign capital inflows. This value is smaller than the average change in the five ASEAN countries in the period 1985 -2005 as predicted by Moreno (2008) in the range of 0.708. Testing with pooled regression method even predict changes in domestic investment in ASEAN + 6 by 76.51 percent funded from abroad. The highest coefficient values held by Vietnam, while the lowest was India (China excluded because of the coefficient value is not significant). Empirical studies conducted by Bosworth and Collins (1999) found that a large portion of capital flows to developing countries are used to finance the current account deficit, which means that transfers of capital flows directly intended for investment, rather than consumption. But the results of these estimates can not demonstrate the validity of the model and assess the intertemporal regardless of the source of the shock.
Before getting into estimation stage, panel data unit root tests must be passed to ensure each data meet random walk assumption. Testing was conducted by Augmented Dickey Fuller (ADF) and Im, Pesaran, and Shin (IPS) which assumes testing at the individual level, whereas on panel data will be tested by Levin, Lin and Chu (LLC) method. ADF unit root test and the IPS techniques common to see whether there is a unit root by allowing coefficient y it-1 heterogeneity based on testing on average individual unit root. If it's significant, can be said partially (or entirely) of an individual does not have a unit root. Levin, Lin and Chu (LLC) assume that individual unit root tests have limited ability in testing the hypothesis with a high degree of deviation from equilibrium, particularly for panel data with small sample. LLC recommends panel unit root test better than the individual unit root test for each cross section (Baltagi, 2005) . Unit root test results of variables used are presented in Table 2 . ) also stationary at level, but not for the entire model. Initial estimate conducted to see the effect of country specific and the global labour force on current account of ASEAN + 6 countries. The analysis was conducted using pooled OLS and fixed effects first to compare with GMM model latter and see results robustness. The estimated coefficient values as shown in Table 3 . Strict assumptions must be met in the pooled OLS equation is exogeneity, that idiosyncratic error, u it , should not be correlated with any explanatory variables in the equation so as to ensure the results were not biased and efficient (Wooldridge, 2005) . Another assumption must be met in order to be valid OLS is an error, u it not correlated across time. If the individual effect influences the explanatory variables, then ignoring them could lead to bias. Terms that can be done is using a fixed effect model estimation method. Fixed effect model analyzes the model by including individual-specific differences in intercept by assuming same slope and constant variance across individual panels. Note: long-term coefficients are . Signs*** means significant at α = 1%, ** significant at α = 5%, and * significant at α = 10%
Comparison between pooled OLS and fixed effect model indicates that fixed effect is better in almost all criteria. R 2 values are higher with lower AIC value indicates this model is more appropriate. λ value in line with expectations, is on 0 <λ <1, which shows short-term models will converge towards a long-term. Speed adjustment, (1-λ), the pooled OLS amounted to 0.068438, much lower than the speed of adjustment resulting from the fixed effect amounted to 0.339021. As predicted, when imposing the assumption of homogeneity will cause a rise of bias in coefficient of dependent variable lag (Pesaran et al., 1997, p. 13) . Hence the speed of adjustment in the fixed effect model would be higher than the pooled regression model. Adjustment speed value under 0.50 shows that the current account adjustment is relatively slow and tends to be less dynamic. Coefficient values, L c and L w , in above model are show dynamic multiplier of country-specific labour force shock and dynamic multiplier global labour force shock. In other words, dynamic multiplier values L c and L w illustrate the magnitude of current account movement because of changes in the country specific and the global labour force. Long-term coefficient of country specific labour force indicates if current account changes due to shock at country specific labour force is very elastic. While in short term, changes in the current account surplus amounted to 0.41 percent every 1 percent change in labour force growth. On the other hand, the global labour force shock has no effect on the current account. In general, the estimation results obtained from pooled and fixed effect method was satisfactory and in accordance with the theoretical predictions. However, the above model is a dynamic equation thus pooled and fixed effect method does not account for unobserved endogeneity that arises because of the lag variable in the regression model. Techniques that can be used to overcome this problem is generalized method of moments (GMM). The results of the analysis are presented in Table 4 . Note: long-term coefficients are . Signs*** means significant at α = 1%, ** significant at α = 5%, and * significant at α = 10%
The instrument validity used in GMM models can be tested for consistency by using the Sargan test. The null hypothesis in this test assumes orthogonal conditions of instrumental variables used are met. The test results show if one step GMM has not met the validity test. Unlike the two steps GMM that meet this assumption, so that the instrument can be said to be valid models. Tests on the second order correlation of the error term is also not able to reject the hypothesis that there is no correlation between the error term that can be said to be valid GMM estimators (Arellano and Bond, 1991) .
The speed of adjustment of one step GMM is equal to 0.385329 while the two steps GMM by 0.378994. This means about 38% of the current account gap is due to an increase in labour force will be adjusted within one period (one year). Adjustments that occurred in the current account balance into the initial pattern still relatively slow. This indicates labour regulation system in ASEAN + 6 countries tend to be rigid and less flexible in balancing the movement of labour mobility across sectors.
Overall estimation results indicate that only country-specific labour force shock has a significant effect on current account, while the global labour force shock does not affect. This indicates that if the role of labour's shock is asymmetric, only affects the specific country and has not a significant impact on other countries or region as a whole. A positive sign on the L c value support the theory put forward by Jin (2012) . If a country experienced a rapid increase in labour, then there is an increase in the income received by the younger population, which is a party to savers in the economy. Because of the interest rate yield rate in every country is the same for all periods, as a consequence of the same production technology, the savings will be allocated both at home and abroad, which led to capital outflows. It is reflecting on the current account surplus. Increased the labour force in a country will encourage them to specialize in labour-intensive products and encourage capital outflows as a demand decrease for capital in the country Coefficient of global labour force shock is negative. This means an increase in the labour force from another country (global) will push the current account deficit in a country. Different sign coefficients of country-specific labour force with global labour force indicates if the direction of labour force shock toward to beggar-thy-neighbor, in which the shock has a different effect between the country of shock origin and the country in which the shock is transmitted. Labour force increase that occurs in one country will push the current account surplus for this country, while its influence into the current account deficit to other countries or group as a whole.
The estimation results confirm and able to explain the direction of international capital movements which are not consistent as predicted by theory. Traditional theory believes that the capital will move from rich countries to countries that lacked of capital. However, many studies found it was in an opposite pattern (Prasad et al, 2006; Schularick, 2006) . It derives new results on how the global equilibrium responds to a variety of shocks and structural changes.
Two of the most important phenomena in the global economy are trade and financial integration and rapid labour force/productivity growth in emerging markets (Jin, 2012) . The standard open-economy models predict a net capital inflow into developing countries. In contrast to predictions from the standard openeconomy macroeconomic framework, a permanent increase in the labour-force or labour productivity in a country can induce a net capital outflow. Also, capital can flow from developing countries to advanced economies when these countries integrate. The underlying mechanism hinges on a new force driving international capital flows: capital tends to flow toward economies that become more specialized in capital-intensive sectors.
The estimation result also indicates if global labour force shock is not specific only in one country, but has the same effect for all members of the group (symmetric). These results are consistent with theoretical predictions. These results are similar to the analysis Glick and Rogoff (1992) with serial data of eight industrialized countries (OECD), which showed that the country-specific productivity shock will worsen the current account, while the global shock impact relatively small and symmetric. Bussiere et al. (2005) also showed similar results, if the specific country productivity shock played a key role on the current account, even though the focus of their analysis to budget deficit effect in 21 OECD countries.
Considering the movement of international capital flows is strongly associated with the development of financial institutions in the country, and then the above model was developed to control labour force shock effect using the ratio of M2 to GDP as a proxy. Ratio of M2 to GDP indicates level of financial institutions development in each country. Traditional interpretation of this variable is to measure levels of perfection of the financial system that can attract more savings. However, these variables can also be seen as a proxy for borrowing constraints that must be faced by individual agents associated with the smallest private investment. The depth of the financial system to domestic investment effects can be said unclear from the theory perspective. Hence the influence of these variables on the current account balance can only be seen empirically (Chinn and Prasad 2003, p. 51) . Analysis results by the OLS and FE models are presented in Table 5 . Note: long-term coefficients are . Signs*** means significant at α = 1%, ** significant at α = 5%, and * significant at α = 10%
The estimation results by OLS and fixed effect generally indicate if there is no significant difference with the first regression results, where only country specific labour force growth is significant and asymmetric, even though it has been controlled by a financial system development. The speed of adjustment still indicates if the adjustment towards current account balance pattern is relatively slow. These results then will be compared with GMM models. Note: long-term coefficients are . Signs*** means significant at α = 1%, ** significant at α = 5%, and * significant at α = 10%
Incorporating the financial institutions development as a control variable does not change the initial results that only country-specific labour force shock has a significant effect on the current account movement. The influence of the global M2 ratio is only seen from two steps GMM estimation. The estimation results indicate a relatively small effect of the financial system development to dynamic movement in the current account. The magnitude of the country-specific dynamic multiplier M2 only amounted to -0.016448 which means about a 0.016 percent change in the current account deficit driven by changes in financial systems in the form of expansion of 1% the amount of money circulating in the country. The dynamic multiplier value of global shock amounted to 0.018102 indicates if an increase of one percent in the money supply abroad (global) will encourage changes in a country's current account surplus amounted to 0.018 percent. These findings similar to results of Ferrero et al. (2008) which states that if the behavior of the international variables (one of which is the current account) are relatively insensitive to monetary shock, which different to its effects on domestic variables such as output and inflation. The elasticity of the current account changes caused by the monetary variable shock is relatively smaller than a shock from the real sector (labour force growth). Significant value to the global M2 variable indicates if the current account of a country affected by changes in policy or global monetary variables. This also shows the vulnerability of the current account movement from monetary changes in other countries or globally. This means that the system of monetary policy in the country should be more preventive in anticipation of any shock that might occur abroad (global).
In accordance with Bajo-Rubio and Díaz-Roldán predictions (2011) if the monetary shocks will always be symmetrical, unlike the real and supply shocks that can be symmetric or asymmetric. Based on the assumption of ASEAN + 6 countries are perfectly symmetric, the symmetric shock effect would be equally both for each member country and to the group as a whole. Monetary shock can be asymmetric, affecting only one member of the group, but in practice the effect of a shock as it would be the same for the country and for other group members. This is because money markets in this group are relatively similar. In other words, the asymmetric impact of monetary shock will affect the same as symmetric shock practically.
The ratio of M2 coefficient to current account has consistently shown a negative sign, indicate that financial system development negatively affects the current account. This means an increase in the financial institutions development tend to bring the current account deficit. These results are in line with other empirical studies if the developing countries financial institutions development negatively correlated with the investments that may result of this variable describes the existence and development of capital markets that can be accessed. That is better and more integrated financial markets will increase the country's ability to borrow from abroad (Chinn and Prasad, 2003).
CONCLUSION
This paper tries to analyze the effects of labour force shock to the current account movement of ASEAN + 6 countries. The model was applied to see the labour force effects, either from a specific country or from abroad (global) to current account. The estimation results indicate if the current account movement is only affected by country-specific labour force growth rate, without being influenced from other countries. This shows if labour force shock is asymmetric, which only affects the country itself without affecting other countries or other group members. The relatively slow speed of adjustment indicates if labour regulation system in ASEAN + 6 countries tends to be rigid and less flexible in balancing labour mobility movement across sectors, hence the current account adjustment toward long-term equilibrium is relatively slow. Different coefficient signs indicate if the direction of labour force shock into beggar-thy-neighbor, which means an increase in the labour force that occurs in one country will have a positive influence to their current account, whereas a negative impact on other countries or the group as a whole.
Estimation model developed to include the ratio of M2 to control the differences in financial institutions development effect to the current account fluctuations. The final result shows if the financial institutions impact is relatively small and symmetric compared to labour force shock. Global monetary shock has a significant effect on the current account shows the current account vulnerability from global monetary changes.Therefore, domestic monetary policy system must be more preventive in anticipating all the monetary and financial shock that may occur abroad. It is noteworthy if this analysis is done before the ASEAN Economic Community (AEC) is implemented. When AEC began, with a more free capital flows and labour migration across countries, the current account movement could be more dynamic due to restrictions reduction in the rules of employment and foreign investment.
